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PRESIDENT’S LETTER 


To Our 

Shareholders: 



The fiscal year ended June 30, 1965, concluded 
another year of progress for Franklin Stores Cor¬ 
poration. Sales were the highest in the thirty-one 
year history of the company, with earnings being 
the best in the past five years. The financial con¬ 
dition of the company is now the strongest in 
its history. 

SALES 

Consolidated net sales for the fiscal year ended 
June 30, 1965, exclusive of leased departments, 
totaled $63,433,199.53, compared with sales of 
$59,053,389.59, shown for the previous fiscal 
year. This shows an increase of $4,379,809.94, 
or 7.42 per cent. All the corporation’s operating 
divisions shared in the year's sales gain. 

EARNINGS 

Net earnings for the fiscal year just ended, after 
provision for Federal Income Taxes, were $723,- 
466.79, equal to $0.93 per share, compared with 
$545,907.77, or $0.70 per share earned for the 
fiscal year ended June 30, 1964. The percentage 
increase was 32.52. The number of shares out¬ 
standing as at June 30, 1965 was 781,290, as 
against 781,690 outstanding at the end of the 
preceding fiscal year. It is significant to point 
out, that in the net income of the previous fiscal 


year there was included a net gain from the sale 
of capital assets of $170,421.59, whereas in this 
fiscal year, a net loss of $38,265.45, was reflected 
in connection with such transactions. 

DIVIDENDS 

During the past fiscal year, the quarterly cash 
dividend of ten cents per share for a total annual 
payment of forty cents per share was continued. 
This marked the 26th consecutive year in which 
the company paid cash dividends. Our Board of 
Directors continues to review our policy of divi¬ 
dends periodically and as a result, declared a five 
per cent stock dividend at the April meeting, which 
was paid on August 10, 1965. At the meeting of 
the Board of Directors held on July 8, 1965, a 
quarterly cash dividend of ten cents per share 
was declared, payable on July 29, 1965, to stock¬ 
holders of record July 19, 1965. 

FINANCIAL CONDITION 

As at the close of the past fiscal year, our finan¬ 
cial condition was the strongest in our history. 
At the year-end, the ratio of current assets to 
current liabilities was 2.43 to 1, up from 2.06 
to 1. last year. Cash and United States Govern¬ 
ment Securities alone, amounted to $2,631,677. 
The consolidated net worth of the company as at 
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June 30, 1965, amounted to $13,153,335. Based 
on the 781,290 shares of common stock out¬ 
standing at the year-end, the book value or equity 
per share amounted to $16.84. There are no de¬ 
bentures or preferred stock ahead of the common 
stock. 

REAL ESTATE 

Our company owns several large parcels of very 
valuable real estate. Our headquarters and ware¬ 
house building, carried on our books at a depre¬ 
ciated cost of $1,252,572.80, and free and clear 
of any mortgages or encumbrances, now has a 
fair market value in excess of $2,500,000. Our 
Barker division owns the fee of a recently enlarged 
discount store building in the State of Connect¬ 
icut, which has also enhanced in value consider¬ 
ably. In addition, the company owns several small¬ 
er parcels of real estate located in the State of 
Texas in which the company operates stores. 
During the past fiscal year the company sold the 
parcel of land it owned in the State of Connecticut 
as it does not contemplate erecting a store on 
that site as originally planned. 

WORKING CAPITAL 

The working capital reached a peak of $9,602,- 



Cutting the ribbon at the opening of a Barker Discount Store 


591.17, as at June 30, 1965, representing an 
increase of $1,732,594.90, over the working cap¬ 
ital of $7,869,996.27, as at the 1964 year-end. 
Small outlays for capital expenditures, refinancing 
of our long-term loan and increased earnings, were 
the chief contributing factors to the large increase 
in the working capital. A summary of the changes 
in the various items reflected in the working cap¬ 
ital is shown in the following table: 

SOURCE OF FUNDS 

Net Income for the Year 
Depreciation and Amortization 
Cost of Land Sold 
Increase in Long Term Loan—Net 


APPLICATION OF FUNDS 

Cash Dividends Paid 

Capital Expenditures 

Increase in Deferred Charges, etc. 

Purchase of Treasury Stock—Net 

Increase in Long Term Receivables 

Increase in Working Capital 


$ 723,467 
926,957 
257,202 
945,575 
$2,853,201 


$ 312,676 
672,283 
40,375 
4,481 
90,791 
1,732,595 

$2,853,201 




Interior of a recently opened Barker Discount Store 




































GROWTH AND STORE DEVELOPMENT 

During the year our company undertook a careful 
study of the effect of highly competitive and 
changing developments in the retail discount field. 
The major part of our future growth lies in the 
discount field, as is borne out by the significant 
progress which we have made in the past five years. 
We have followed this development very carefully 
and we are now planning the opening of several 
additional large discount units. As at the end of 
the fiscal year, we were operating 14 such dis¬ 
count stores. During the past year only 7 new 
stores were opened including one discount store, 
while 11 stores were closed and one store was 
converted from a Franklin marginal store to a 
small Barker unit. At the year-end we operated 
168 stores, represented by 154 conventional ap¬ 
parel stores and 14 Barker discount stores. Our 
anticipated annual sales volume is now approach¬ 
ing $70,000,000. 

LOOKING FORWARD 

We are hopeful that our carefully planned expan¬ 
sion program will carry us to new heights in both 
sales and earnings far in excess of our current 
showing. Although we are faced with constantly 


increasing operating costs and intense competi¬ 
tion, we are confident of our ability and experience 
to meet this challenge successfully. It is also ex¬ 
pected that as a result of our nation's expanded 
economy, by way of reduction in taxes and better 
consumer earnings, our coming fiscal year should 
show a marked improvement in our operations. 
As always, during the past fiscal year, our em¬ 
ployees and suppliers have consistently supported 
our progress and have contributed immeasurably 
to our success. To them, our customers and our 
shareholders, we express our deepest gratitude. 

Respectfully submitted, 

Gtmd 

President 

New York, N. Y. 

September 13, 1965 
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STORES CORPORATION and Subsidiary Companies 


CONSOLIDATED BALANCE SHEET 


ASSETS 


Current Assets: 

1965 


1964 

Cash. 

$ 1,630,583.17 

$ 

1,250,241.03 

U. S. Government Securities. 

Charge Accounts Receivable, Less: Reserve of 

1,001,093.78 


1,001,535.26 

$142,430.87 for Doubtful Accounts 
($105,208.95 in 1964). 

1,211,877.80 


876,880.57 

Will Call Accounts Receivable. 

1,123,718.35 


1,103,460.32 

Other Accounts Receivable. 

Merchandise Inventories— 

429,583.96 


851,876.55 

at the lower of Cost or Market. 

10,839,234.83 

10,131,958.43 

Merchandise in Transit. 

83,809.81 


72,332.80 

Other Marketable Securities. 

1,871.88 


1,871.88 

Total Current Assets. 

$16,321,773.58 

$15,290,156.84 

Other Assets: 




Notes and Mortgages Receivable. 

$ 173,670.48 

$ 

82,879.73 

Deposits with Public Utilities. 

26,044.80 


24,092.66 

Unexpired Insurance. 

54,469.33 


88,225.81 

Loan Value Life Insurance. 

58,095.83 


49,833.32 

Prepaid Rentals. 

198,492.58 


190,324.42 

Prepayments & Deferred Charges. 

158,274.06 


105,238.72 

Total Other Assets. 

$ 669,047.08 

$ 

540,594.66 

Property and Equipment: 




Land. 

$ 532,163.58 

$ 

789,365.52 

Buildings . 

Furniture, Fixtures and 

1,976,962.23 


1,975,726.55 

Leasehold Improvements. 

9,642,313.93 


9,361,137.97 

Total Cost. 

$12,151,439.74 

$12,126,230.04 

Less: Accumulated Depreciation. 

5,427,035.05 


4,889,949.46 

Net Fixed Assets. 

$ 6,724,404.69 

$ 

7,236,280.58 

Excess in Consolidation: 




Excess of Cost of Investments in Subsidiaries over 




their Book Value. 

$ 448,470.33 

$ 

448,470.33 


$24,163,695.68 

$23,515,502.41 


See Notes to Financial Statements which are an integral part hereof. 





















































JUNE 30, 1965 and 1964 


LIABILITIES 


Current Liabilities: 

Notes Payable Banks. 

Current Maturity of Long Term Debts. 

Accounts Payable Merchandise. 

Accounts Payable Expenses . 

Federal Income Taxes Payable. 

Due to Department Lessees. 

Accrued Taxes and Expenses. 

Deposits and Refunds Due. 

Total Current Liabilities. 

1965 

$ 2,200,000.00 
20,000.00 
2,656,469.94 
390,738.71 
201,803.07 
405,235.62 
802,574.40 
42,360.67 
$ 6,719,182.41 

1964 

4 2,950,000.00 
165,900.00 
2,474,798.66 
373,211.81 
188,400.61 
465,120.29 
756,454.79 
46,274.41 
$ 7,420,160.57 

Long Term Debts: 

Notes Payable Insurance Co. 

Mortgages Payable. 

Total Long Term Debts. 

$ 3,500,000.00 
242,000.00 
$ 3,742,000.00 

$ 2,500,000.00 
296,425.00 
$ 2,796,425.00 

Reserves: 

Unrealized Profit on Will Call Balances. 

$ 399,178.77 

$ 401,892.37 

Contingencies. 

150,000.00 

150,000.00 

Total Reserves. 

$ 549,178.77 

$ 551,892.37 

Stockholder’s Equity 

Common Stock— 

Par Value $1.00 per share: 

Authorized . 1,000,000 Shares 

Issued . 822,848 Shares 

$ 822,848.00 

$ 822,848.00 

Less: Stock held in Treasury 41,558 shares 
(1964—41,158 shares) . 

41,558.00 

41,158.00 

Outstanding 781,290 (1964—781,690 shares). 

$ 781,290.00 

$ 781,690.00 

Additional Paid in Capital. 

1,760,759.25 

1,764,840.01 

Retained Earnings. 

10,611,285.25 

10,200,494.46 

Total Stockholder’s Equity. 

$13,153,334.50 

$12,747,024.47 


$24,163,695.68 

$23,515,502,41 


See Notes to Financial Statements which are an integral part hereof. 






























































STORES CORPORATION and Subsidiary Companies 


STATEMENT OF CONSOLIDATED INCOME AND RETAINED EARNINGS 


FOR THE YEARS ENDED JUNE 30, 

Net Sales . > . 

Cost of Goods Sold . 

Gross Profit on Sales . 

Selling, General and Administrative Expenses . 

Operating Profit—Before Depreciation and 

Amortization . 

Depreciation and Amortization of Fixed Assets . 

Net Operating Profit . 

Gain on Sale of Capital Assets . 

Interest and Other Income . 

Total Income . 

Income Deductions: 

Interest . 

Loss on Capital Assets . 

Provision for Doubtful Accounts and Other Items 
Amortization of Excess Cost of Subsidiary 

Investments .'.. 

Total Income Deductions . 

Net Income Before Federal Income Taxes . 

Provision for Federal Income Taxes . 

Net Income for Year . 

Retained Earnings at Beginning of Year . 

Total . 

Deduct: Cash Dividends Paid . 

Retained Earnings at End of Year . 


1965 


1964 

$63,433,199.53 

45,040,947.17 

$18,392,252.36 

16,174,677.67 

$59,053,389.59 

41,623,818.36 

$17,429,571.23 

15,608,835.12 

$ 2,217,574.69 
926,956.86 

$ 

1,820,736.11 

908,860.78 

$ 1,290,617.83 

$ 

911,875.33 

1,660.00 


175,777.71 

152,761.32 


134,706.24 

$ 1,445,039.15 

$ 

1,222,359.28 

$ 263,283.45 

39,925.45 
130,245.53 

$ 

285,737.69 

5,356.12 

125,036.35 

_ 


3,327.32 

$ 433,454.43 

$ 

419,457.48 

$ 1,011,584.72 

$ 

802,901.80 

288,117.93 


256,994.03 

$ 723,466.79 

$ 

545,907.77 

10,200,494.46 


9,969,547.69 

$10,923,961.25 

$10,515,455.46 

312,676.00 


314,961.00 

$10,611,285.25 

$10,200,494.46 


See Notes to Financial Statements which are an integral part hereof. 























































NOTES TO FINANCIAL STATEMENTS 


1. PRINCIPLES IN CONSOLIDATION 

The consolidated financial statements include 
the accounts of Franklin Stores Corporation 
and its wholly-owned subsidiaries, including 
Barker’s, Inc. and its wholly-owned subsidiaries. 
All intercompany transactions have been elimi¬ 
nated in consolidation. 

2. EXCESS IN CONSOLIDATION 

The amount of $448,470.33, captioned in 
the balance sheet, "Excess in Consolidation”, 
represents the excess cost of investments in 
subsidiaries acquired, over their book value 
at date of acquisition. No amortization is com¬ 
puted on this item for the fiscal year ended 
June 30, 1965, for the reason that it repre¬ 
sents an excess cost of $129,566.52, at date 
of acquisition of a corporation holding title to 
land on which the company erected a building, 
plus an excess cost of $318,903.81, at date of 
acquisition of Barker’s, Inc., represented by 
four corporations at time of purchase. 

3. INCOME TAXES 

The company’s Federal Income Tax Returns 
have been examined by the United States 
Treasury Department up to and including the 
returns for the fiscal year ended June 30, 
1963. Additional taxes claimed by the Treasury 
Department as a result of such examinations 
have been paid. 

4. UNITED STATES GOVERNMENT SECURITIES 
The United States Government Securities 

shown in the Balance Sheet in the amount of 
$1,001,093.78, had a market value of $907,- 
500.00, as at June 30, 1965. 

5. LONG TERM LOAN 

On June 29, 1965, the company refinanced 
its long term loan with John Hancock Mutual 
Life Insurance Company through an increase 


of an additional $1,000,000, over the balance 
of the old loan of $2,500,000. The new 51 / 4 % 
loan is for $3,500,000, due June 1, 1980, and 
is payable at the rate of $150,000, on June 1, 
1968, June 1, 1969 and June 1, 1970; $250,- 
000, on June 1, 1971 and on each June 1st 
thereafter, up to and including June 1, 1975, 
and $360,000, on June 1, 1976, and on each 
June 1st thereafter, up to and including June 
1, 1980. The loan agreement provides, among 
other things, that the aggregate amount of 
cash dividends declared on common stock and 
payments made in purchasing shares of the 
company’s own stock, may not exceed 100% 
of the consolidated net earnings accrued sub¬ 
sequent to June 30, 1963, plus the sum of 
$500,000. The consolidated earned surplus as 
at June 30, 1965, not subject to this restric¬ 
tion, amounted to $852,711.21. The agree¬ 
ment also provides that the company shall 
maintain a consolidated net working capital 
of not less than the greater of either 150% 
of the consolidated funded debt prior to June 
1, 1968, and 200% thereafter, or $5,500,000. 

6. ADDITIONAL PAID-IN CAPITAL 

Changes in 1965 fiscal year consists of 
$1,800.00, excess of cost of shares of common 
stock over par value issued to employees and 
others from treasury in lieu of cash, less $5,- 
880.76, excess cost of shares of common 
stock acquired for treasury over par value 
thereof. 

7. COMMITMENTS AND LEASES 

As at June 30, 1965, the minimum annual 
rentals under leases expiring after June 30, 
1968, amounted to approximately $2,115,- 
219.63, plus, in many instances, additional 
rentals based on a percentage of sales, or for 
payment of real estate taxes, insurance, etc. 













DISPOSITION OF NET EARNINGS 
DURING 21 YEARS OF PUBLIC OWNERSHIP 


Fiscal Year 
June 30th 

Net Available 
Earnings 

Taxes Paid Federal- 
State and Local 

Cash Dividends 
Paid to Stockholders 

Dividends 

Per Share 

Balance Refained 

1945 

$ 3,847,455.31 

$ 2,826,764.32 

$ 175,001.09 

$ .25 

$ 845,689.90 

1946 

3,013,147.37 

1,533,479.39 

528,971.45 

.75 

950,696.53 

1947 

1,790,263.88 

718,394.44 

651,802.70 

.90 

420,066.74 

1948 

2,147,751.09 

836,105.27 

518,016.35 

.70 

793,629.47 

1949 

2,388,827.59 

897,803.59 

517,705.60 

.70 

973,318.40 

1950 

1,862,181.71 

711,827.25 

505,167.80 

.70 

645,186.66 

1951 

1,970,824.98 

769,210.08 

540,769.65 

.75 

660,845.25 

1952 

2,480,638.64 

1,114,525.71 

575,802.20 

.80 

790,310.73 

1953 

2,537,287.20 

1,117,498.54 

580,854.25 

.80 

838,934.41 

1954 

1,583,935.34 

764,748.78 

605,520.80 

.80 

213,665.76 

1955 

1,860,919.83 

851,722.27 

599,663.20 

.80 

409,534.36 

1956 

2,086,906.02 

1,038,841.26 

604,517.00 

.80 

443,547.76 

1957 

2,103,619.28 

1,094,375.28 

608,988.60 

.80 

400,255.40 

1958 

1,838,997.43 

1,052,955.59 

601,218.60 

.80 

184,823.24 

1959 

2,388,628.09 

1,244,192.32 

611,097.25 

.80 

533,338.52 

1960 

1,963,260.77 

1,187,744.03 

637,444.40 

.80 

138,072.34 

1961 

2,093,994.73 

1,159,551.30 

635,749.60 

.80 

298,693.83 

1962 

1,240,316.69 

1,080,185.35 

650,727.20 

.80 

(490,595.86) 

1963 

1,457,738.74 

1,123,524.57 

402,837.50 

.50 

(68,623.33) 

1964 

1,586,258.53 

1,225,779.24 

314,961.00 

.40 

45,518.29 

1965 

2,065,998.24 

1,347,012.21 

312,676.00 

.40 

406,310.03 

Total 

$44,308,951.46 

$23,696,240.79 

$11,179,492.24 

$14.85 

$ 9,433,218.43 


TEN YEAR SUMMARY 

FISCAL YEARS ENDED JUNE 30, 



1965 

1964 

1963 

1962 

1961 

1960 

OPERATIONS Net Sales 

Income before Taxes 

Income after Taxes 

Dividends Paid 

Number of Stores 

$63,433,200 

1,011,585 

723,467 

312,676 

168 

$59,053,390 

802,902 

545,908 

314,961 

172 

$56,896,588 

545,970 

351,674 

402,838 

174 

$52,440,221 

647,380 

331,316 

650,727 

180 

$44,994,694 

1,101,655 

674,548 

635,750 

183 

$44,693,266 

1,354,891 

801,385 

637,444 

179 

FINANCIAL Total Assets 
POSITION Working Capital 
Current Ratio 

Fixed Assets—Net 

Net Worth 

$24,163,696 

9,602,591 

2.43 to 1 

6,724,405 

13,153,335 

$23,515,502 

7,869,996 

2.06 to 1 

7,236,281 

12,747,024 

$23,210,458 

7,003,456 

2.00 to 1 

8,124,415 

12,701,506 

$24,161,836 

7,140,576 

1.90 to 1 

7,931,956 

12,770,129 

$22,064,759 

7,754,133 

2.52 to 1 

7,958,537 

13,260,725 

$20,068,265 

8,502,691 

3.35 to 1 

7,201,617 

12,962,031 


PER SHARE Net Income* 

$ .93 

$ .70 

$ .44 

$ .41 

$ .83 

$ 1.01 

Dividends Paid 

.40 

.40 

.50 

.80 

.80 

.80 

Book Value 

16.84 

16.31 

15.79 

15.84 

16.25 

16.34 


Earnings per share for the fiscal years ending June 30, 1956 through June 30, 1958 were adjusted accordingly to give effect to a five per cent stock dividend paid in 





















ACCOUNTANTS’ 

REPORT 


1959 1958 


I. .1. Skolnick & Co. 

Certified Public Accountants 
TIME & LIFE BUILOING - ROCKEFELLER CENTER 
NEW YORK 80. N. V. 


To the Board of Directors: 

Franklin Stores Corporation: 

We have examined the consolidated balance sheet of 
Franklin Stores Corporation and its subsidiary companies 
as at June 30, 1965, and the related statement of income and 
retained earnings for the fiscal year then ended. Our ex¬ 
amination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of 
the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance 
sheet and related statement of income and retained earn¬ 
ings, present fairly the financial position of Franklin Stores 
Corporation and its subsidiary companies at June 30, 1965, 
and the consolidated results of their operations for the 
fiscal year then ended, in conformity with generally ac¬ 
cepted accounting principles applied on a basis consistent 
with that of the preceding fiscal year. 



New York, N.Y. 
September 13,1965 


1957 1956 


$43,405,603 

1,740,010 

1,047,076 

611,097 

178 


$18,724,708 
7,389,192 
2.80 to 1 
6,514,756 
12,823,959 


$ 1.32 
.80 
16.16 


$39,580,347 

1,439,411 

900,854 

601,219 

174 


$17,566,050 
6,940,407 
3.11 to 1 
6,636,667 
12,290,621 


$ 1.15 
.80 
16.45 


$37,519,337 

1,649,267 

1,030,213 

608,989 

167 


$16,780,020 
7,352,369 
3.99 to 1 
6,381,860 
12,105,797 


$ 1.29 
.80 
16.00 


$34,321,871 

1,629,161 

1,026,569 

604,517 

161 


$16,512,218 
7,338,656 
4.19 to 1 
6,279,733 
11,705,542 


$ 1.29 
.80 
15.47 


the fiscal year ending June 30, 1959. 



Typical interiors of our Discount Stores 























































